“Each and every one of your staff presents
positive, caring, and compassionate warmth. | have :
§ been a nurse for more than thirty years working in large |
: hospitals and was very impressed.”

“My family was treated C O P L EY

with as much respect HOSPITAL ‘ = “The people and the facilities were incredible

and friendliness as | and were responsible for getting my life back.”
was...that was very

Exceptional Care
important to me.” Community Focused

Copley Hospital FY20 Proposed Budget

Presentation to the Green Mountain Care Board, August 21, 2019
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1. Introduction and Overview

Presenters

1 Jeffrey White, Interim CEO
1 Debralee Dorain, CFO

1 Donald Dupuis, MD, CMO

Overview

} Leadership changes

1 Exceptional Care. Community Focused.

1 Financial challenges, four years of Operating Losses
}

Primary FY20 budget objective: improve financial health
B Continue to implement strategic cost reduction efforts

B Request approval for 3.5% NPR growth

B Achieve positive Operating Margin for first time in 4 years

B Build cash reserves for needed capital investments and risk mitigation,
Including our future participation in OneCare



2.A. Proposed Net Patient Revenue
} Propose 3.5% NPR increase buetgetbudget

B To achieve a positive operating margin, after $1.2M cost savings
B Requesting exception to cap of 5% growth over FY19 projections

} Looking back over 5 years, proposed NPR is reasonable

ACT16 ACT17 ACT18 PROIJ19 BUD20 5YR

Copley NPR $62,804,324 | $64,983,966 | 566,226,448 | $68,344,899 | $72,658,362 | Average
Copley NPR % Change -1.0% 3.5% 1.9% 3.2% 6.3% 2.8%
4.4% 2.8% 2.9% 3.8% 4.4% 3.7%

State Total % Change

Source: GMCB B20 Preliminary Hospital Budget Submissions report dated July 31, 20159

1 5YR average annual increase of 2.8%

B Below the State average of 3.7%
B Lower than APM goal of limiting growth to 3.5% a year.




2.B. Change in Average Charges
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} Looking back over 5 yeatsy t e
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*Source: GMCB B20 Preliminary Hospital Budget Submissions report dated July 31, 2015

B Lowest Syear increase in the State
B Only $1.2M (1.6%) of $72.7M NPR will be funded by rate changes from

the last 5 years

B In hindsight, NPR was overcorrected for utilization growth in the past

Estimated
Actual | Actual | Actual | Actual | Budget 5-Yr
Impact on
FYle FY17 Fyis FY19 FY20 Total EY20 NPR
Copley Proposed Rate Change -3.0% 0.0% 0.0% 7.9% 9.8% 14.7% | $5,455,100
GMCB Rate Adjustment -1.0% -3.7% -3.4% -3.4% 0.0% -11.5% | {54,267,600)
Copley Approved Rate Change -4.0% -3.7% -3.4% 4.5% 0.8% 3.2% 51,187,500
State Weighted Average® 4.4% 1.8% 2.0% 2.9% 3.2% 14.3%

rI

B Proposing to recoup some of that NPR adjustment to help achieve
positive operating margin



3. Hospital Issues/Challenges

OurPeople

1 Recruitment and retention of skilled professionals
1 Aging of our workforce

Our Population

1 Community needsequire appropriate local services
1 Opioids
B Requires resources (recovery coachdarcan Rapid Access to MAT)
1 Mental Health Challenges
B Resources needed to 1:1 observation/care
B Law Enforcement assistanode in flux
B Mental health caregtaxes ED space
1 Securingplacement atappropriate facilities

B Timeliness of referrals aralailability of mental health, drug treatment,
and SNF/Rehab beds



3. Hospital Issues/Challenges, cont’d

Our Physical and Digital Space

1 SpaceChallenges
B Current space being used @pacity
B Limitations of inefficient layout
1 DigitalSpace
B Four differentelectronic medical record (EMBystems
B Server storageapacity maxed out
B Sunsettingdf unsupported, but missiowritical technology
} LimitedCash Reserves
B Defer necessary investments in infrastructure and technology



4. Opportunities & Risks

Opportunities
1 New England Alliance fétealth (NEAH)

1 Expansion of Community Services
B Telemedicine
B SleepMedicine
B Breast care
+ Physician Engagement
B Surgeonsctively engaged in cost containment and quality
Improvement
1 StrongCommunity Partnerships
B Unified CommunityCollaborative/Accountabl€ommunity for Health
1 Referral Specialist, providimgcreased coordinatiofor complexcases

1 Addressing readmissiarsks
{ Opioids and zero suicide



4. Opportunities & Risks, cont’d

Risks

}

OneCare ACO participation as of 1/1/20 (risk and opportunity)

B How to fund dues and manage new financial risk, working with our
community partners

[ Y2Af €S [/ 2dzyieQa t NAYFNE /|
B FQHC and soawm-open Tamarack Family Health

B Continued los®f primary care practices our service area

B Aging primary care providers

B Providerrecruitment challenges

Funding Vital Community Services

B Can Copley continue to provide the services the communagds
without a positive Operating Margin?

B Do we remove service lines maintain a positive Operating Margin
while meetingthe NPR cap



5. Financial Health Indicators

CAH

Median

FY16 FY17 FY18 | BUD12 | PROJ19 | BUD20 | Trend

BUD19
Operating Margin % 0.1% | -0.6% | -3.3% | 0.3% -1.8% | 1.4% |gae"e®|| 1.2%
Total Margin % 0.3% 3.9% -2.4% | 0.8% “1.2% | 1.8% |ME R R 2.7%
Long Term Debt to Capitalization | 10.3% 23.1% 23.3% 22.3% 22.6% 21.3% |/ || 22.8%
Debt Service Coverage Ratio 10.9 7.3 1.6 5.3 3.2 7.1 NP 3.4
Current Ratio 3.4 3.1 3.4 3.0 2.9 3.0 AN 3.1
Days Cash on Hand 82.2 84.4 64.0 64.9 67.1 721 | || 128.9

1 Profitability

B 4 years without generating operating income, FY17 positive total margin from
philanthropic support for surgical center renovation

B Target a 3% Operating Margin, FY20 proposed budget is nearly half that
} Leverage

B Debt position is satisfactory, not too highly leveraged

B Debt service coverage trending unfavorably, will improve with profitability
1 Liquidity

B Current ratio is satisfactory

B Days Cash on Hand remains unfavorable

B We continue to pay our bills timely, but have deferred capital investment



6.A. Proposed Financials

COPLEY HOSPITAL
REPORT 1
Profit and Loss Statement

2019 Budget to 2020

2018 2019 2019 2020 Yo

Actual Budget Projection Budget $ Change Change
Total NPR & FPP (incl Reserves) $66,226, 448 $70201,316 $68,344 899 $72 658,362 $2457046 35%
Other Operating Revenue $1,234776 $1,188,760 $994 300  $813681 -$375,079 -316%
Total Operating Revenue $67.461,224 $71390076 $69 339,199 $73.472043 $2.081,967 29%
Total Operating Expense $69.683,657 $71,157,535 $70,603,548 $72,467 424 $1,309,689 1.8%
Net Operating Income (Loss) -$2 222 433 $232 541 -$1264349 $1,004619 $772078 332.0%
Non-Operating Revenue $570,103 $376,900 $403,288  $317200 -$59700 -158%
Excess (Deficit) Of Revenue Over Expense | -$1,652,330 $609 441  -$861,061 $1,321,819 $712378 1169%
BALANCE SHEET FY2018A FY2019B FY2019pP FY2020B
Cash & Investments 8,788,404 9,426,582 8,466,221 8,969,488
Risk Reserve for Fixed Reform Payments 0 0 0 0
Other Current Assets 10,559,441 10,577,000 10,430,000 10,773,000
Current Assets 19,347,845 20,003,582 18,896,221 19,742,488
Board Designated Assets 2,911,343 2,709,564 4,023,350 4,771,447
Net, Property, Plant And Equipment 27,109,456 27,524,543 26,237,449 25,734,353
Other Long-Term Assets 2,543,461 2,750,000 2,500,000 2,600,000
Assets 51,912,105 52,987,689 51,657,020 52,848,288
Current Liabilities 6,606,803 7,673,114 7,844,552 8,115,655
Long Term Liabilities 10,546,943 10,123,074 9,915,170 9,513,516
Other Noncurrent Liabilities 0 0 0 0
Fund Balance 34,758,359 35,191,501 33,897,298 35,219,117
Liabilities and Equities 51,912,105 52,987,689 51,657,020 52,848,288
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6.B. Expense Drivers & Cost Containment

1 Inflationary pressure on wages, benefits, drugs, and supplies
1 Service mix and complexity of care we provide requires more resources

Cost per AdjustedAdmission, Cas#lix Adjusted

$15,000 1.40

1.37 1.37 5yr Ave
Growth
1.35 -
$14.000 $13,561 $13,647 $14,208 $14,221 oMl
1.30 3.8%
$13,000 S
125 3
= Cost
X
$12,000 120 S 5.7%
(]
$11 » %
$11,000 $10,831 15 O
' 1.15 CostCMI

$10,494 $10,431 $10,371 $10,380 :
1.10 adjusted

$10,091 A
$10,000 $9’/ i 1.6%

$9,000 1.00
ACT15 ACT16 ACT17 ACT18 BUD19 PROJ19 BUD20

e C0ost per Adjusted Admission====Cost per Adj Admission, Case-Mix Adjustee== All-payer Case Mix Index
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6.B. Expense Drivers & Cost Containment, cont’d

1y Cost containment efforts

B Achieved $3.5M in cost savings since FY16

Labor Supply Other Total Achieved % Achieved

Costs Chain Costs Targeted To-Date To-Date
FY1i7 | -0.9 |$ (361,388)|5 (400,000) $ (761,388)|S (761,388)| 100%
FYls | -7.3 |$ (925,653)|% (380,707)| ${110,000) |Ir5{1,415,3:513} $(1,188,573) 245
FY19 |-10.5 |$ (997,910)| $ (15,000)| $(630,719) |IrS,{l,ﬁala,f.za} $ (823,201)| 50%
FY20 | -4.2 |$ (563,992)|% (389,350)| $(208,690) lr5{1,152,[62} $ (773,885)| 67%
Total | -22.9 | $(2,848,943) | $(1,185,057) 5[949,409][] $(4,983,408) | $(3,547,047) 71%

B FY20 Proposed Operating Expenses refleey@ad average annual
growth of 2.8%

B Cost containment efforts have been significant, but still not enough to

achieve desired 3% Operating Margin



Labor & Related Cost Pressure

1 Need for travelers

}  Market adjustments for retention and
turnover

1 Investments in growing workforce from
within to address retention

1 Service mix: growing complexity of
patients we care for

1 Employee benefits

1 Savings Initiatives:
B Collaborations with academic institutions
B Reduction in travelers

B Workforce efficiencies, reducing FTES
through attrition

B NEAH savings drenefitmanagement

Productivity: Case Mix Adjusted FTEs

75 6

6.9
6.5

6.0 5.8

5.8
5.7 5.7 cc 56

ACT15 ACT16 ACT17 ACT18 BUD19 PROJ19BUD20

e FTES per 100 Adj Admission
= FTEs per 100 Adj Admission, Case-Mix Adjusted
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